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I. INTRODUCTION

1. In the Telecommunications Act of 1996,' Congress sought "to provide for a
pro-competitive, de-regulatory national policy framework designed to accelerate rapidly
private sector deployment of advanced telecommunications and information technologies and
services to all Americans by opening all telecommunications markets to competition."*> To
further its goal of deregulation, Congress required the Commission to permit any incumbent
local exchange carriers to file cost allocation manuals (CAMs) and Automated Reporting
Management Information System (ARMIS) reports annually, to the extent such carrier is
required to file such manuals or reports. Congress also directed the Commission to revise its

' Telecommunications Act of 1996, Pub. L. No. 104-104, 110 Stat. 56 (1996) (1996 Act). The 1996 Act
amended the Communications Act of 1934. Hereinafter, the Communications Act of 1934, as amended by the
1996 Act, will be referred to as "the Act."

?  SeeS. Conf. Rep. No. 104-230, 104th Cong., 2d Sess. 1 (1996).

2
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carrier classification and reporting requirement rules by adjusting references to carrier
revenues for inflation.”

2. In this Report and Order (Order), we revise the rules governing carriers filing
CAMs and ARMIS reports so that these rules are in accord with the 1996 Act.* Specifically,
these rules (1) provide for a uniform filing date of April 1 for all ARMIS reports; (2) reduce
the 60-day notice period for a carrier to make changes to its CAM to 15 days; (3) make
permanent our interim rules for measuring inflation, used to adjust the threshold revenue
values in Part 43 and sections 32.11 and 64.903 of our rules; (4) permit carriers to file the
section 43.22 interstate carrier quarterly report on an annual basis; and (5) eliminate the
section 43.21(b) supplemental reporting requirement.

3. This Order also addresses a Motion for Reconsideration filed by Anchorage
Telephone Utility (ATU). On June 22, 1995, ATU filed a petition seeking a declaratory
ruling that it is not required to file ARMIS reports or, in the alternative, a waiver of these
filing requirements or rulemaking to amend our filing requirements. As discussed below, this
petition was denied to the extent that it made requests for declaratory ruling or waiver.” In its
Petition for Reconsideration, ATU argues that we should require only incumbent local
exchange carriers with more than 2% of the nation’s access lines to comply with the CAM
and ARMIS filing requirements. For the reasons expressed below, we retain the $107 million
annual revenue threshold (adjusted annually for inflation) defining those incumbent local
exchange carriers that must comply with CAM and ARMIS reporting and filing requirements.
Nevertheless, because it has shown a substantial likelihood of individualized harm, we grant
ATU a limited two-year waiver of the ARMIS reporting requirements.

51996 Act, §§ 402(b)(2)(B), (c).

¢ Additionally, several parties used this opportunity to argue that the Commission should either eliminate
the requirement for price cap local exchange carriers, particularly those carriers that have elected the no-sharing
option, to file CAMs or that the Commission should forbear from requiring CAM filings and ARMIS reports.
See BellSouth Comments at 2-4; Cincinnati Bell Comments at 7; Pacific Comments at 2; Bell Atlantic Reply at
1; BellSouth Reply at 1-2. We note, however, that these issues are beyond the scope of this proceeding and
accordingly, will not be addressed here.

See infra. paras. 5, 56-61.

(V8]
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II. BACKGROUND

4. On September 12, 1996, the Commission released an Order and Notice of
Proposed Rulemaking® (the Order and Notice) modifying our rules as directed by the 1996
Act to require only annual ARMIS reports and annual cost allocation manual revisions.
Furthermore, because the 1996 Act did not specify how we should measure inflation in
adjusting annual revenue thresholds used to define (or identify) those incumbent local
exchange carriers that must file these annual reports, we adopted interim rules that adjust
those thresholds for inflation using a generally-available inflation index.” The Order and
Notice sought comment on additional modifications to our rules, such as whether we should
modify or eliminate the 60-day advance notice requirement for cost allocation manual
revisions as well as which permanent inflation measure we should incorporate into our rules
pertaining to carrier classification and reporting requirements.®

5. In addition, the Order and Notice addressed a motion filed by ATU for
permission to withdraw its CAM.? In its petition, ATU contended that because its operating
revenues for 1995 were $107,823,490, it was not required to file a CAM with the
Commission for 1995.) ATU based this conclusion on the provision of the 1996 Act
directing that we adjust the filing threshold for inflation, which ATU estimated would increase
the threshold to "slightly more than $109 million.""" We denied ATU’s motion primarily
because ATU overestimated the new filing threshold after adjusting for inflation; the interim
rules adopted in the Order and Notice increased the $100 million annual operating revenue
threshold for 1994 to $104 million and for 1995 to $107 million.”? Because ATU’s 1995

¢ Implementation of the Telecommunications Act of 1996: Reform of Filing Requirements and Carrier
Classifications, Anchorage Telephone Utility, Petition for Withdrawal of Cost Allocation Manual, Order and
Notice of Proposed Rulemaking, CC Docket No. 96-193, 11 FCC Red 11716 (1996).

7 Order and Notice, 11 FCC Red at 11722 para. 10.

®  Id. at 11727 para. 21, 11729 para. 24.
°  Id. at 11724-26 paras. 16-19.
' Id. at 11724 para. 16.

"' Id,, citing Letter from Paul J. Berman, Covington and Burling, to William F. Caton, Acting Secretary,
FCC (Mar. 29, 1996).

2 Order and Notice, 11 FCC Rcd at 11725 para. 18.

4
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operating revenue remained above the inflation-adjusted threshold, we required ATU to file a
CAM with the Commission for 1995."

III. ANALYSIS
A. Automated Reporting Management Information System Reports

1. Retaining ARMIS Reports 43-01, 43-05 and 43-06

Background

6. ARMIS is an automated system developed in 1987 for collecting financial and
operating information from certain carriers."* Additional ARMIS reports were added in 1991
for the collection of service quality and network infrastructure information from local
exchange carriers subject to our price cap regulations, in 1992 for the collection of statistical
data formerly included in Form M," and in 1995 for monitoring video dialtone investment,
expense and revenue data.'® The video dialtone reporting requirement was effectively
eliminated by the 1996 Act.”” Today, ARMIS consists of ten reports.'®

3 Id. at 11725-26 para. 19.

'*  See Automated Reporting Requirements for Certain Class A and Tier 1 Telephone Companies (Parts 31,
43, 67 and 69 of the FCC’s Rules), CC Docket No. 86-182, Report and Order, 2 FCC Rcd 5770 (1987) (ARMIS
Order), modified on recon., Order on Reconsideration, 3 FCC Red 6375 (1988).

*  The Form M for local exchange companies, now discontinued, required the reporting of data now
incorporated in the ARMIS 43-02 and 43-08 reports.

'* " Policy and Rules Concerning Rates for Dominant Carriers, CC Docket No. 87-313, Memorandum
Opinion and Order, 6 FCC Red 2974 (Com. Car. Bur. 1991); Revision of ARMIS USOA Report (FCC Report
43-02) for Tier 1 Telephone Companies, AAD 91-46, Memorandum Opinion and Order, 7 FCC Red 1083 (Com.
Car. Bur. 1992); Reporting Requirements on Video Dialtone Costs and Jurisdictional Separations for Local
Exchange Carriers Offering Video Dialtone Services, Memorandum Opinion and Order, 10 FCC Red 11292
(Com. Car. Bur. 1995).

71996 Act, § 302(b)(3). See also Implementation of Section 302 of the Telecommunications Act of
1996, Open Video Systems, Report and Order and Notice of Proposed Rulemaking, CS Docket No. 96-46, 61 FR
10475, 10496, FCC 96-99 (rel. Mar. 11, 1996); Second Report and Order, 61 FR 28698, FCC 96-249 (rel. June

3, 1996); Third Report and Order and Second Order on Reconsideration, 61 FR 43160, FCC 96-334 (rel. August
8, 1996).

'*  The ten ARMIS reports are: the Annual Summary Report (formerly referred to as the Quarterly Report)
(43-01); the USOA Report (43-02); the Joint Cost Report (43-03); the Access Report (43-04); the Forecast
Report (495-A); the Actual Usage Report (495-B); the Service Quality Report (formerly referred to as the

5
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7. Prior to the passage of the 1996 Act, seven of the ten ARMIS reports were
filed on an annual basis. The exceptions were the ARMIS 43-01 report, containing aggregate
cost and revenue data for the previous calendar quarter, which was filed quarterly, the ARMIS
43-05 report, containing service quality data for the previous calendar quarter, which was filed
quarterly, and the ARMIS 43-06 report, containing service quality data for the previous two
calendar quarters, which was filed semi-annually. As a result of the 1996 Act’s mandate that
"[t]he Commission shall permit any common carrier . . . to file . . . ARMIS reports
annually,""® we amended our rules to require carriers to file the quarterly and the semi-annual
reports only once each year.’ Noting that all but one of the annual ARMIS reports must be
filed on or before April 1, we amended our rules to specify that carriers must now file the
Annual Summary Report (43-01) and the Customer Satisfaction Report (43-06) on or before
April 1.2 Furthermore, the Order and Notice directed the Common Carrier Bureau (Bureau)
to make any changes to the form and content of these reports necessary to accommodate the
change from quarterly and semi-annual filings to annual filings.”? In this part of this Order,

Quarterly Service Quality Report) (43-05); the Customer Satisfaction Report (formerly referred to as the Semi-
Annual Service Quality Report) (43-06); the Infrastructure Report (43-07); and the Operating Data Report (43-
08).

1996 Act, § 402(b)(2)(B).

* Order and Notice, 11 FCC at 11718 para. 4. In a separate proceeding, the Bureau authorized subject
carriers to file the ARMIS Service Quality Report (43-05) on an annual basis pursuant to section 402(b)(2)(B) of
the 1996 Act. See Revision of Filing Requirements and Implementation of Section 402(b)(2)(B) of the
Telecommunications Act of 1996: Annual ARMIS Reports, Order, CC Docket No. 96-23, DA 96-381 (Com.
Car. Bur. rel. Mar. 20, 1996).

2! The exception is ARMIS Report 43-07 (the Infrastructure Report), which must be filed by June 30.

2 QOrder and Notice, 11 FCC Rcd at 11718 para. 4. Although not specifically mentioned in the Notice, the
ARMIS 43-05 report must also be filed by this date. See note 20, supra.

Z  In light of this directive, a2 number of parties suggest that we now modify several of our reporting
requirements. Specifically, Ameritech and USTA states that several of the schedules contained in the ARMIS
43-02 report should be eliminated. Ameritech Comments at 3-4; USTA Comments at 9. Moreover, Cincinnati
Bell and USTA recommend that we allow Rate of Return and Optional Incentive Regulation carriers to file Form
492 [the rate-of-return monitoring report] on an annual basis. Cincinnati Bell Comments at 5; USTA Comments
at 10. See also BellSouth Reply at 5. These issues are beyond the scope of this proceeding and accordingly will
not be addressed here.
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we briefly address whether the 43-01 and 43-06 reports are now repetitive with other existing
ARMIS reports and no longer necessary under our modified rules.”

Discussion

8. Pursuant to the 1996 Act, subject carriers must be permitted to file the ARMIS
43-01 and 43-06 reports annually. Although nothing in the 1996 Act explicitly limits our
ability to require the reporting of quarterly and semi-annual data on an annual basis,” we
conclude that such a requirement is contrary to the intent of the Act. Compelling carriers to
continue to report quarterly and semi-annual data, albeit on an annual basis, would not
decrease the regulatory burden on subject carriers and, therefore, would frustrate Congress’s
goal of "provid[ing] for a pro-competitive, de-regulatory national policy framework."*
Therefore, we will now require that the ARMIS 43-01 and 43-06 reports contain only annual

data.

9. The ARMIS 43-01 report, which will now be filed annually, contains highly
aggregated cost and revenue data. The data presented in the ARMIS 43-01 report is also
presented in various levels of categorization and disaggregation among the ARMIS 43-02, 43-
03 and 43-04 reports. We conclude, however, that other interested parties and we will
continue to find the ARMIS 43-01 report a useful analysis tool because it is the only ARMIS
report that provides a complete representation of reporting carriers’ financial operating data
beginning with the Part 32 Uniform System of Accounts and continuing through the Part 64
cost allocation, Part 36 jurisdictional separations, and the Part 69 access elements processes.
We conclude that our interests are best served by continuing to require subject carriers to file
the separate 43-01 report. Likewise, the ARMIS 43-06 report does not have an analogous

¥  Although the Order and Notice did not, and was not required to, request comment on this issue, a
number of parties expressed their relative positions. For the sake of completeness of the record, we briefly
summarize these comments here.

AT&T and MCI requested that the Commission clarify whether carriers will be required to report the
same information in the new annual 43-01 report as they had in the quarterly reports. MCI Comments at 2;
AT&T Reply at 7. Specifically, AT&T and MCI argue that because the 1996 Act does not require the new
annual ARMIS reports to contain only aggregate data for an entire year, carriers must continue to report cost and
revenue data by quarter in order to provide the Commission with a consistent data series, thereby allowing
comparison of carrier operations with prior years. Id. Other parties, however, argue that the ARMIS 43-01
report, when submitted annually, should contain only annual revenue data. Southwestern Bell Comments at §;
USTA Comments at 9. Accordingly, if this causes the 43-01 report to become redundant with the 43-03 and 43-
04 reports, it should be eliminated. Bell Atlantic Comments at 5; USTA Comments at 9. See also BellSouth

Reply at 5.

23 See MCI Comments at 3.

% See note 2, supra.
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annual report. Prior to this proceeding, we did not require carriers to file any service quality
data on an annual basis. Furthermore, the 43-06 report is sufficiently different from the 43-05
report so as to not be repetitive even when filed annually. For these reasons, we will continue
to require subject carriers to file the Customer Satisfaction ARMIS report.

2. The Revised ARMIS Filing Dates

Background

10. Pursuant to our rules, carriers must file the annual 43-07 report by June 30 and
the remainder of the ARMIS reports by April 1.’ In the Order and Notice, we stated that we
saw no reason for continuing our practice of having two different filing dates. Consequently,
at paragraph 27, we proposed amending our rules to provide for a uniform filing deadline of
April 1 for all ARMIS reports.® We invited comment on this proposal.

Comments

11. Most commenters oppose our suggestion to prescribe a uniform filing date for
all ARMIS reports. Ameritech contends that nothing in the 1996 Act requires that all ARMIS
reports be due on the same date. USTA and US West argue that the filing date for all
ARMIS reports should not be consolidated because of the impact on the carriers’ work
forces.*® USTA states that for many incumbent local exchange carriers, the same personnel
and resources are devoted to the preparation of the ARMIS reports. Therefore, retaining
different filing dates for various ARMIS reports allows for more efficient use of resources in

the planning, preparation, and filing of the reports.’

12.  In response to our proposal to establish a uniform filing deadline, several
parties have suggested that we stagger the due dates of the ARMIS reports.*? According to

#’ See Order and Notice, 11 FCC Red 11717-18 paras. 3-4.

#  1d. at 11730 para. 27.
2 Ameritech Comments at 3.
30 USTA Comments at 8; US West Comments at 4-5.

3 USTA Comments at 9. See also Ameritech Comments at 3; Bell Atlantic Comments at 2-3; Pacific
Comments at 4.

32 Ameritech Comments at 3; Bell Atlantic Comments at 3; Cincinnati Bell Comments at 4-5; USTA
Comments at 8-9. See also BellSouth Reply at 5.
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Cincinnati Bell, this would: (1) increase planning and preparation time, allowing for greater
efficiency and accuracy; (2) spread out the burden placed on small and mid-size incumbent
local exchange carriers that have limited resources; and (3) place less burden on the
Commission staff.*> USTA proposes that the due date of ARMIS reports 43-01, 43-02, 43-03,
43-04, 495A and 495B remain April 1 but that the operational and infrastructure reports, i.e.,
43-05, 43-06, 43-07 and 43-08, be due on July 1 of each year.** Bell Atlantic suggests that
we require the filing of all statistical ARMIS reports on June 30, while retaining the April 1
date for the remainder of the reports.”® Southwestern Bell agrees with the proposal to change
to a uniform April 1 filing date for the annual reports required by sections 43.21(a) and
43.21(d).%

Discussion

13. We find that, contrary to the assertions of some commenters, requiring a
uniform filing date for all ARMIS reports would not place an unnecessary, heavy burden on
subject carriers because the same personnel often prepare every ARMIS report.”” Currently,
nine of our ten ARMIS reports are due April 1 of each year. Requiring one more ARMIS
report to be filed by that same date should not impose an onerous burden on
telecommunications carriers subject to the reporting requirements.’®* Moreover, there is a close
relationship between the data reported in the ARMIS 43-07 report with that contained in the
43-08 report. For example, the 43-08 report indicates the quantity of sheath and conductor
kilometers of a carrier’s cable.”® The 43-07 report supplements this information by indicating
the amount of this cable in use. Accordingly, these reports must be reviewed together in
order to fully comprehend the volume of cable use. We have been presented with no tangible
evidence to support the contention that it will be difficult or impossible for carriers to comply

% Cincinnati Bell Comments at 4-5,

3% USTA Comments at 8-9. See also Ameritech Comments at 3; BellSouth Reply at 5.

3% Bell Atlantic Comments at 3.

% Southwestern Bell Comments at 9.

7 See Bell Atlantic Comments at 3, USTA Comments at 8, US West Comments at 4.

®  We note that the carriers’ filing burden was not increased when the Order and Notice established April
1 as the filing date of the ARMIS 43-01, 43-05 and 43-06 reports. Although these ARMIS reports were
previously required to be filed more frequent than annually, one filing due date was April 1 in addition to other
dates throughout the year.

% Sheath kilometers refer to the actual length of the pipe that surrounds the cable. Conversely, conductor
kilometers refer to the total length of all individual wires or cables inside the sheath.

9
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with this filing requirement or that the requirement will be unreasonably burdensome.* For
these reasons, we adopt our tentative conclusion and establish a common due date of April 1

for all ARMIS reports.

3. Revisions to the Part 43 ARMIS Reporting Requirements

Background

14.  In order to assist carriers with compliance, we proposed in the Order and
Notice to add to section 43.21 of our rules a brief description of four annual ARMIS reports,
which are not described in Part 43: the Service Quality Report (43-05); the Customer
Satisfaction Report (43-06); the Infrastructure Report (43-07); and the Operating Data Report
(43-08).*' At paragraph 28 of the Order and Notice, we invited commenters to file specific

alternate rule proposals.

Comments

15.  Bell Atlantic argues that by specifying the detailed contents of the service
quality reports in the proposed rules, we would unnecessarily limit the Bureau’s future ability
to alter the information required by the report.* Instead, Bell Atlantic asserts, the rules
should employ general language to facilitate the Bureau’s ability to change the annual reports

without initiating a new proceeding to modify the rules.”

16.  USTA proposes that we implement certain word changes for our proposed rules
in sections 43.21(g) and (h). Specifically, USTA suggests that we modify 43.21(g) to specify
that carriers must file the Service Quality Report by July 1 instead of our proposed date of
April 1.* In addition, USTA suggests that we modify the second sentence in 43.21(g) to
read: "[tThe report shall contain data relative to network measures of service quality, as

“ For example, we have been presented with no cost study showing that a common filing date would
significantly increase the costs of subject carriers.

* Order and Notice, 11 FCC Red at 11731 para. 27.

“2 Bell Atlantic Comments at 4-5.

43 Li

# USTA Comments at 10. See also BellSouth Reply at 5. Our proposed language read: "The report shall
contain data from the previous calendar year on a study area basis including information on installation and
repair intervals, trunk blockage, switch downtime, and service quality complaints.” See Order and Notice,

Appendix C.

10
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defined by the Common Carrier Bureau, from the previous calendar year on a study area
basis."*® USTA also would have us delete our proposed reference to specific data that the
report shall contain, i.e., installation and repair intervals, trunk blockage, switch downtime and
service quality complaints.

17. Similarly, USTA suggests that we modify 43.21(h) to specify that carriers must
file the Customer Satisfaction Report by July 1 instead of our proposed date of April 1.
Furthermore, USTA suggests that we modify the second sentence in 43.21(h) to read: "[t]he
report shall contain data relative to customer measures of service quality, as defined by the
Common Carrier Bureau, from the previous calendar year on a study area basis."¥’ USTA
would delete our proposed reference to specific data that the report shall contain, i.e., a
summary customer satisfaction survey and information on transmission quality and dial tone
response.

18. Sprint maintains that the new proposed rules should be modified to cite the
specific ARMIS report number that the carrier is to use and that adding clarity by indicating
the specific form to be used would enable carriers to comply with the filing requirement in a
more efficient manner.”® Bell Atlantic argues that Sprint’s proposal should be denied because
codifying the report numbers would make it more difficult to streamline the reporting
requirements as competition evolves.” USTA argues that there is no reason to add specific
report numbers to the Commission rules as suggested by Sprint.*® According to USTA, this
would only eliminate the ability of the Commission to consolidate the reports except by
specific rulemaking.’!

“  USTA Comments at 10.
0 Id.

.

“  Sprint Comments at 3-4.
*  Bell Atlantic Reply at 3.
*® USTA Reply at 5.
TId.

11



Federal Communications Commission FCC 97-145

Discussion

19.  As determined above, we now require a common filing date of April 1 for all
ARMIS reports.” Accordingly, we decline to adopt USTA’s proposal to modify our proposed
rules for 43.21(g) & (h) to reflect a report filing date of July 1. We do, however, adopt the
suggestion of USTA to amend the last sentence in these rules to be less specific about the
data to be filed. This will facilitate our ability to assure that the reporting requirements of
these ARMIS reports continue to provide the information most helpful to our analysis of
network and service quality. These rules, as adopted here, are found in Appendix B of this

Order.

20.  We adopt our proposal to add to our Part 43 rules a brief description of the
four annual ARMIS reports not currently described in Part 43, namely, the Service Quality
Reports (43-05 and 43-06), the Infrastructure Report (43-07) and the Operating Data Report
(43-08). We conclude that such descriptions in our rules would facilitate the reporting by
carriers, particularly those that may first pass the filing threshold in the future. We disagree
with Sprint that this proceeding should add to each new rule a citation to the number of the
corresponding ARMIS report that a carrier must file to comply with that rule. The Sprint
proposal should be considered in a more comprehensive rulemaking at a later date in which
we examine consolidation or even elimination of some of the ARMIS reports. The rules

changes adopted in this Order are found in Appendix B.

B. Cost Allocation Manual Filings

Background

21.  Prior to the passage of the 1996 Act, our rules required carriers to file quarterly
updates to their cost allocation manuals.” Section 402(b)(2)(B) of the 1996 Act provides that
"[the Commission shall permit any common carrier . . . to file cost allocation manuals . . .
annually, to the extent such carrier is required to file such manuals."* Section 402(b)(2)(B)
supersedes our requirement that cost allocation manuals be filed more frequently than
annually. As a result, in the Order and Notice we amended Section 64.903(b) of our rules to

%2 See section I1I.A.2, supra.

> Pursuant to section 64.903(a) and (b) of our rules, local exchange carriers with "annual operating
revenues of $100 million or more" had to file cost allocation manuals with the Commission and "update [them] .
. . at least quarterly,” but changes to the cost apportionment table and to the description of time reporting
procedures had to be filed at least 60 days before the carrier planned to implement the changes.

1996 Act, § 402(b)(2)(B).

12
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permit carriers to update their cost allocation manuals annually, rather than quarterly.”
Carriers are now required to file their annual updates on the last working day of each year.*

22. Section 64.903(b) of our rules requires subject carriers to file certain changes to
their cost allocation manuals "at least 60 days before the carrier plans to implement the
changes."’ This requirement applies to "changes to the cost apportionment table and to the
description of time reporting procedures."*® At paragraph 21 of the Order and Notice, we
proposed retaining the existing requirement for carriers to file proposed changes to their cost
apportionment tables or proposed changes to their descriptions of time reporting procedures at
least 60 days before such changes are implemented. Alternatively, we proposed eliminating
opportunities for carriers to modify their cost allocation manuals between annual filings. This
latter approach would require carriers to seek a waiver of our rules before implementing
changes to their cost allocation manuals as filed. At paragraph 21, we invited comment on
these proposed alternatives. In particular, we asked interested parties to discuss whether the
proposed alternatives are consistent with section 402(b)(2)(B)’s mandate that we permit
carriers to file CAMs on an annual basis.

Comments

23.  AT&T, Cox and Sprint agree that the 60-day notice provision should be
retained.” AT&T states that the Commission specified this advance notice requirement
precisely because of the need for review of changes to cost categories and allocation
mechanisms and employee time reporting prior to those changes becoming effective.*
According to AT&T, given the express prohibitions in the 1996 Act, it remains essential for
the Commission to review and approve cost allocation procedures before they take effect.®!
Cox and Sprint contend that the 60-day notice provision enables the Commission to ensure
that each carrier’s CAM reflects the carrier’s new ventures and changes in the carrier’s

% Order and Notice, 11 FCC Rcd at 11719 para. 6.

*Id.

47 CFR. § 64.903(b).

®Id.

®  Sprint Comments at 2; AT&T Reply at 2; Cox Reply at 4-5.
% AT&T Reply at 2.

o Id. at 3.

13



Federal Communications Commission FCC 97-145

accounting for existing ventures.* Sprint argues that the 60-day notice requirement promotes
the 1996 Act’s deregulatory national policy framework, which is designed to accelerate
rapidly private sector deployment of advanced telecommunications® and that section
402(b)(2)(B) does not explicitly require that the 60-day notice period be eliminated.*

24.  Bell Atlantic, BellSouth and Southwestern Bell argue that the 60-day notice
requirement is contrary to the intent of the 1996 Act and should be eliminated because
otherwise, incumbent local exchange carriers will be required to file revisions to their CAMs
more frequently than on an annual basis.* Southwestern Bell contends that if the
Commission continues requiring CAM changes on dates other than the date of the annual
CAM filing, the burden of frequent CAM filings will be further increased, instead of being
reduced as intended by the 1996 Act.® US West argues that there is no evidence that the 60-
day waiting period for these types of amendments serves any useful purpose, and it should
therefore be eliminated.®’

25.  BellSouth, Cincinnati Bell, Puerto Rico Telephone and USTA contend that
retaining the 60-day notice period is contrary to the demands of a competitive market and
would place incumbent local exchange carriers at a competitive disadvantage.®® Puerto Rico
Telephone states that during that two-month period, major changes could easily occur that
would make the proposed CAM changes, and more importantly, the underlying operating
changes, meaningless.® Cincinnati Bell contends that the 60-day notice requirement severely
limits the speed at which a carrier may react to customer needs and places the carrier at a
competitive disadvantage when compared to a new competitor.”

2 Sprint Comments at 2; Cox Reply at 5.

$  Sprint Comments at 2.

% Id. But see Southwestern Bell Reply at 2.

¢ Bell Atlantic Comments at 2; BellSouth Comments at 4; GTE Comments at 2; US West Comments at 3;
Southwestern Bell Comments at 2. See also USTA Comments at 6; Bell Atlantic Reply at 2.

% Southwestern Bell Comments at 3. See also NYNEX Comments at 2.

87 US West Comments at 4.

% BellSouth Comments at 4-5; Cincinnati Bell Comments at 3; Puerto Rico Telephone Comments at 5;
USTA Comments at 7.

¥ Puerto Rico Telephone Comments at 5.

™ Cincinnati Bell Comments at 3.

14
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26.  BellSouth and Puerto Rico Telephone state that allowing carriers to update their
CAMs and report all changes once a year, with no requirement to provide interim updates
when implementing changes, is most consistent with section 402(b)(2)(B).”" Alternatively,
Puerto Rico Telephone suggests that carriers be allowed to file and implement changes to
their CAMs simultaneously.” This alternative would strike a compromise between the
deregulatory demands of section 402(b)(2)(B) and the Commission’s need to track changes in
the allocation of carriers’ costs. Similarly, Bell Atlantic argues that the Commission should
permit carriers to implement changes that require CAM amendments at any time between
annual filings without obtaining waivers or filing formal CAM amendments in advance.”
USTA states that the Commission should require that the CAM be updated on or before the
last working day of the calendar year for all changes that were effective in that calendar
year.”* Under USTA’s proposal, incumbent local exchange carriers could provide preliminary
notification to the Commission staff of significant changes.”

27.  Several parties suggest that the Commission retain a CAM change notice filing
requirement, but that it be reduced from 60 days.” Pacific suggests that the notice period be
shortened to 15 days.”” NYNEX recommends that streamlined CAM filings could be provided
on 15 days notice prior to implementation, but with a 60-day FCC Staff review period to
reject the CAM changes if warranted.”® Cincinnati Bell proposes that the Commission reduce

7' Puerto Rico Telephone Comments at 3; BellSouth Reply at 3. See also Southwestern Bell Comments at
4-5.

72 Puerto Rico Telephone Comments at 3-4.

7 Bell Atlantic Comments at 2.

7 USTA Comments at 7. See also USTA Reply at 5.
Id.

7 Ameritech Comments at 2; Cincinnati Bell Comments at 4; NYNEX Comments at 2-3; Pacific
Comments at 3-4.

7" Pacific Comments at 3-4. Under Pacific’s proposal, the Commission would list CAM filings in a
proposed "CAM Revisions Public Reference Log,"” similar to the Tariff Transmittal Public Reference Log for
tariffs. Parties would then report opposition to CAM changes within 10 calendar days of the publication of the
CAM Revisions Public Reference Log; replies to oppositions would be due within 5 calendar days of the filing
of oppositions.

®  NYNEX Comments at 2-3.
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the notice period to no longer than seven days, which is consistent with the new standard
established in the Act for certain tariff changes to become effective.”

28.  Bell Atlantic, BellSouth and Southwestern Bell suggest that the Commission
replace the 60-day procedure with an informal cooperative process, whereby an incumbent
local exchange carrier, at the time it implements such changes, would informally notify the
Commission of any cost apportionment and time reporting changes via a letter to the
Accounting & Audits Division of the Bureau.*® GTE proposes a similar informal process
whereby the carriers keep the staff informed, the staff offers its advice, and these activities
lead to annual CAM submissions in a form that will satisfy the Commission’s needs.®!

29.  All responding parties oppose our proposal to prohibit CAM changes except on
an annual basis and to require incumbent local exchange carriers to seek a waiver of the rules
before implementing any changes.® NYNEX contends that prohibiting CAM changes except
on an annual basis would appear to prevent carriers from introducing new nonregulated
products or services except on an annual basis, thereby frustrating "rapid[ ] private sector
deployment of advanced telecommunications and information technologies and services to all
Americans..."® Southwestern Bell opposes the Commission’s alternative to allow incumbent
local exchange carriers to seek a waiver of the rules before implementing CAM changes
because waivers are rarely considered in a timely fashion.** BellSouth contends that such a
procedure is a waste of resources for both the carrier and the Commission and is inconsistent
with section 402(b)(2)(B)’s requirement that carriers update their CAMs no more frequently
than annually.** Ameritech argues that such a procedure would be more burdensome and
costly than the existing rules, which would be inconsistent with the overall deregulatory thrust

Cincinnati Bell Comments at 4.

% Southwestern Bell Comments at 5-6; Bell Atlantic Reply at 3; BellSouth Reply at 3-4. See also
Southwestern Bell Reply at 3.

8 GTE Comments at 1.

82 Ameritech Comments at 2; BellSouth Comments at 5; Cincinnati Bell Comments at 4; GTE Comments
at 2; NYNEX Comments at 2; Pacific Comments at 2; Puerto Rico Telephone Comments at 4; Southwestern Bell
Comments at 6-7; Sprint Comments at 2-3; USTA Comments at 7. See also BellSouth Reply at 4-5.

8 NYNEX Comments at 2 (citation omitted).

% Southwestern Bell Comments at 6-7. See also Pacific Comments at 3.

% BellSouth Comments at 5. See also Ameritech Comments at 2-3; BellSouth Reply at 5.

16



Federal Communications Commission FCC 97-145

of the 1996 Act.®® Cincinnati Bell argues that the waiver process provided for under this
proposal is unduly burdensome, and unnecessarily restricts the introduction of new services.”’
USTA opposes the waiver process because it is time consuming.®

Discussion

30.  We find that a notice requirement is consistent with the 1996 Act. The formal
amendment filings do not constitute CAMs; they are merely notice of CAM changes. We are
unpersuaded by the argument of Bell Atlantic, BellSouth and Southwestern Bell that the 60-
day notice requirement is contrary to the intent of the 1996 Act because it requires incumbent
local exchange carriers to file revisions to their CAMs more than once a year. Carriers must
submit notice only if they choose to amend or modify an existing CAM. If a carrier decides
neither to offer a new product or service nor to change its existing accounting or time
reporting systems, it has no duty to provide notice. For this reason, we conclude that the
advance notice requirement is consistent with the intent of the 1996 Act.

31.  We decline to adopt our alternate proposal to prohibit CAM changes unless
waiver is first obtained. We agree with the commenting parties that such a proposal would be
unduly burdensome to incumbent local exchange carriers. The commenters have persuaded us
that this alternate proposal would create unnecessary regulation and potentially slow the
process by which incumbent local exchange carriers can offer new products and services.

32.  The purpose of the Commission’s 60-day notice requirement is to ensure that
each carrier’s cost allocation and time reporting procedures reflect the carrier’s current
accounting practices and to give the Bureau and third parties an adequate period to review
CAM changes and offer comments. Despite recent and expected changes in the industry due
to increased competition, this purpose remains valid.¥ Accordingly, we adopt our proposal to

¥ Ameritech Comments at 2-3. See also Sprint Comments at 2-3.

¥ Cincinnati Comments at 4. See also Puerto Rico Telephone Comments at 4.

8  USTA Comments at 7.

% The 1996 Act prohibits the Bell operating companies, or, in some cases, all incumbent local exchange
carriers, from using their telephone exchange service and exchange access operations to subsidize their
competitive ventures. See, e.2., 47 U.S.C. §§ 254(k), 260(a)(1), 272(b)(5), 272(c)(2), 274(b)(4), 275(b)(2), and
276(a)(1). As we explained in the Accounting Safeguards Order, we believe that Congress’s primary intent in
prohibiting this subsidization was to protect subscribers to regulated services from increased rates. Accounting
Safeguards Under the Telecommunications Act of 1996, Report and Order, CC Docket No. 96-150, FCC 96-490,
paras. 24-25 (rel. Dec. 24, 1996). We developed our cost allocation rules to help ensure that interstate ratepayers
do not bear the costs and risks of nonregulated activities. See, e.g. Separation of Costs of Regulated Telephone
Service from Costs of Nonregulated Activities, Report and Order, CC Docket No. 86-111, 2 FCC Rcd 1298 para.
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retain a notice period for a carrier to make changes to its CAM. We conclude, however, that
we should shorten the notice period.

33.  As several parties have commented, retaining the 60-day period would place
incumbent local exchange carriers at a competitive disadvantage. A lengthy notice period
such as 60 days provides non-incumbent local exchange carriers with the knowledge of when
incumbent local exchange carriers intend to introduce a new product or service, and with the
time to respond accordingly. Therefore, after carefully considering the arguments of the
parties, we have decided to shorten the notice period to 15 days. We believe that a 15-day
period balances the interest of incumbent local exchange carriers in maintaining the ability to
make rapid changes to their CAMs with the public interest in reviewing proposed changes
prior to implementation. A 15-day notice period will provide the Bureau with sufficient time
to determine whether further information is required to facilitate its review process and, if
necessary, to issue a temporary stay until the carrier submits additional information

concerning the proposed changes.

34. We also reject the proposal of Bell Atlantic, BellSouth and Southwestern Bell
to replace the 60-day procedure with an informal cooperative process. As noted above, there
remains a valid purpose in requiring incumbent local exchange carriers to report changes to
their cost allocation and time reporting procedures prior to implementation. Giving carriers
the option of providing this information would undermine our ability to review such changes.

35.  We therefore retain the notice period requirement for CAM changes, but
shorten it to 15 days. The 15-day period will begin to run upon receipt of the proposed CAM
change filing by both the Office of the Secretary and the Common Carrier Bureau.
Accordingly, carriers with annual revenues exceeding the threshold are required to serve
proposed CAM changes on both the Office of the Secretary and the Bureau. Proposed CAM
changes will be available for public comment immediately upon receipt by the Commission.
Moreover, we retain the right to direct carriers to reverse CAM changes at any time, even

after the 15-day notice period has concluded.

1, modified on recon., 2 FCC Rcd 6283 (1987), modified on further recon., 3 FCC Red 6701 (1988), aff’d sub

nom. Southwestern Bell Corp. v. FCC, 896 F.2d 1378 (D.C. Cir. 1990). Because a carrier’s cost allocation
manual describes how it separates the costs of regulated from those of nonregulated activities, it must be updated
to reflect modifications to its nonregulated service offerings. Moreover, pursuant to Sections 201-205 of the Act,
the Commission has a continuing obligation to ensure just, reasonable and non-discriminatory rates. The

reporting requirements at issue here facilitate compliance with these sections.
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C. Inflation Adjustments

Background

36. Section 402(c) of the 1996 Act mandates that we "adjust the revenue
requirements” of sections 32.11, 64.903, and Part 43 of our rules "to account for inflation as
of the release date of the Commission’s Report and Order in CC Docket No. 91-141, and
annually thereafter."” Prior to the passage of the 1996 Act, our rules established a $100
million threshold in "annual revenues from regulated telecommunications operations” for the
purpose of classifying carriers for accounting purposes.”’ In addition, section 64.903(a) of our
rules required incumbent local exchange carriers with "annual operating revenues of $100
million or more" to file cost allocation manuals describing how they allocate costs between
regulated and nonregulated activities’”” and imposing annual audit obligations on those
incumbent local exchange carriers that must file a cost allocation manual.”® Similarly, Part 43
of our rules required that "carriers having annual operating revenues in excess of $100
million" shall file certain reports with the Commission.”*

37.  The 1996 Act is silent with respect to the method we should use to adjust the
thresholds for inflation. In the Order and Notice, we adopted interim rules to adjust those
thresholds for inflation using a generally available inflation index, the Gross Domestic Product
Chain-type Price Index (GDP-CPI).”> We chose to rely on GDP-CPI rather than the Gross
Domestic Product Price Index (GDP-PI) because the Bureau of Economic Analysis of the
Department of Commerce, which produces both indices, considers the GDP-CPI to be a more
accurate measure of price changes.*® At paragraph 24 of the Order and Notice, we proposed

%1996 Act, § 402(c).
%' 47 CFR.§32.1L
2 Id. § 64.903(a).

% Id. § 64.904(a).

“ Id. § 43.21(a).

QOrder and Notice 11 FCC Rcd at 11722 para. 10.

% 1d., citing Improved Estimates of the National Income and Product Accounts for 1959-95: Results of
the Comprehensive Revision, Survey of Current Business, Jan/Feb. 1996, at 1-2, 19-20. The GDP-CPI utilizes

chain-type annual-weighted indices to measure real output and prices. 1d. As discussed in the Order and Notice,
chain-type weighted indices represent an improvement over fixed-weighted indices, such as the GDP-PI, because
they "eliminate distortions in the measurement of prices for periods beyond the base year that are found in fixed-
weighted indices." Order and Notice, 11 FCC Red at 11729 para. 24.
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making permanent these interim rules for measuring inflation. We also requested that
commenters discuss alternative methods to measure inflation, such as an inflation index that is
derived from a broad sample of economic sectors or designed to track relevant industry

sectors.

38.  We invited comment on how we should calculate the GDP-CPI value for the
specific date, October 19, 1992, and in particular, on the method we adopted for doing this in
our interim rules. We proposed that we adjust our fixed, $100 million and $75 million
thresholds” for inflation by multiplying the fixed threshold by the ratio of the value of the
annual GDP-CPI for the revenue year to the value of the GDP-CPI on October 19, 1992. We
invited comment on these proposals.”®

39. In the Order and Notice, we noted that revenue thresholds that are adjusted
based on fourth quarter GDP-CPI values for the revenue year could not be determined until
the Department of Commerce releases those GDP-CPI values in April of the following year.
Consequently, we proposed amending our cost allocation manual filing requirements so that a
carrier with operating revenues that equal or exceed the inflation adjusted threshold for the
first time in that revenue year would file its initial cost allocation manual 90 days after our
publication of the adjusted threshold for that year in the Federal Register. We proposed
requiring such carriers to implement their initial annual cost allocation manual audit
requirement in the calendar year following publication and to file the audit report on or before
April 1 of the subsequent calendar year. We proposed amending our rules to require any
carrier for which operating revenues first exceeded an adjusted threshold for a given year to
begin filing reports required pursuant to Part 43 of our rules in the calendar year following
our publication of that adjusted threshold in the Federal Register.”® We invited comment on
these proposals.

Comments

40.  We received limited comment on our proposed rules to account for inflation.
Pacific supports the adoption of GDP-CPI for both the interim and final rules to adjust the

7 Pursuant to section 43.22(d), "[eJach record carrier with operating revenues over $75 million for a
calendar year shall file a letter showing selected income statement and balance sheet items for that year with the
Common Carrier Bureau Chief.” All other reporting and filing requirements are subject to the $100 million
annual revenue threshold (adjusted annually for inflation).

% Order and Notice, 11 FCC Red at 11730 para. 25.

% For example, a carrier that first exceeds the annual revenue threshold for the 1998 calendar year must
first implement its CAM procedures and begin data collection in 2000 and file ARMIS reports by April 1, 2001,
assuming that the adjusted threshold had been published in the Federal Register during 1999.
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revenue thresholds pursuant to section 402(c) of the 1996 Act.'” No party objected to the
proposals for adjusting for inflation presented in the Order and Notice.

Discussion

41.  We adopt our proposed rules to account for inflation as presented in the Order
and Notice. First, we make permanent our interim rule calling for use of the GDP-CPI to
adjust the filing reporting threshold. As explained in the Order and Notice, the GDP-CPI
reflects price changes in all sectors of the economy.'® We choose to rely on the GDP-CPI
rather than the GDP-PI, because the Bureau of Economic Analysis of the Department of
Commerce, which produces both indices, considers the GDP-CPI a more accurate measure of

price changes.'”

42.  Second, we make permanent our interim rules to adjust the revenue thresholds
in our rules for inflation for the calendar year in which the revenues were recorded. We will
adjust the revenue thresholds for inflation based on the annual average value of the
Department of Commerce GDP-CPI for the revenue year relative to the value of the GDP-CPI
on October 19, 1992. Thus, the inflation adjusted revenue thresholds for 1995, for example,
apply to revenues recorded during the year ending December 31, 1995.'®

43.  Third, we make permanent our interim rules to adjust the revenue thresholds
for inflation by multiplying the fixed revenue thresholds in our rules by the ratio of the annual
value of the GDP-CPI in the revenue year to the October 19, 1992 GDP-CPI value, and
rounding the result to the nearest $1 million. For the purposes discussed here, we calculated
the value of the GDP-CPI index on October 19, 1992 to be 100.69."% In Appendix B of the
Order and Notice, we calculated the GDP-CPI for 1993 as 102.6; for 1994 as 105.0; and for
1995 as 107.6 by using 1992 as our base year. We then created ratios between the annual
GDP-CPI figures and the GDP-CPI as of October 19, 1992 as indicated above. These ratios
were multiplied by the original $100 million revenue threshold to adjust for inflation.
Accordingly, we calculated the inflation-adjusted revenue threshold as $102 million for 1993;

19 Pacific Comments at 5. See also AT&T Reply at 8-9.

191 Order and Notice, 11 FCC Red at 11721 para. 10.

192 See note 96, supra.

1% Based upon our experience with the rules being adopted in this Report and Order, the Commission may
revisit the determination of the indexed revenue threshold or perhaps the commencement date for adjusting the
revenue threshold for inflation.

1% See Order and Notice, 11 FCC Rcd 11747 Appendix B.
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$104 million for 1994; and $107 million for 1995. We adopt these findings on a permanent
basis and therefore raise the $100 million inflation-adjusted revenue threshold to $102 million
for 1993; to $104 million for 1994; and to $107 million for 1995.

44,  Fourth, we adopt our proposal to amend our cost allocation manual filing
requirements so that a carrier with operating revenues that equal or exceed the inflation
adjusted threshold for the first time would file its initial cost allocation manual 90 days after
our publication of the adjusted threshold for that year in the Federal Register. Such carriers
will implement their initial annual cost allocation manual audit requirement in the next
calendar year, and the audit report must be filed on or before April 1 of the following
calendar year. Similarly, we adopt our proposal to amend our rules to require any incumbent
local exchange carrier, for which operating revenues first exceeded an adjusted threshold for a
given year, to begin data collection for ARMIS reports pursuant to Part 43 of our rules in the
calendar year following our publication of that adjusted threshold in the Federal Register.

D. Other Filings

1. Section 43.22 Quarterly Filings

Background

45.  Section 402(b)(2)(B) of the 1996 Act provides that "[t]he Commission shall
permit any common carrier . . . to file . . . ARMIS reports annually, to the extent such carrier
is required to file such . . . reports."'® Section 43.22 of our rules, "Quarterly reports of
communication common carriers," requires filing of two reports.'® One of these is an
ARMIS report for which we now require annual, rather than quarterly, filing.'”” Section
43.22 also requires a second quarterly report to be filed by "designated interstate carrier[s]"
with anmol:ll operating revenues above a defined threshold (the Interstate Carrier Quarterly
Report).!

46. Although section 402(b)(2)(B) of the 1996 Act does not direct us to change the
filing requirements for the Interstate Carrier Quarterly Report, at paragraph 36 of the Order
and Notice we proposed amending our rules to require that this report be filed annually, on or

1951996 Act, § 402(b)(2)(B).
% 47 CF.R. § 43.22.

197 See Order and Notice, 11 FCC Red 11718 para. 4.

198 47 C.F.R. § 43.22(b).
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before April 1. Consequently, we directed the Common Carrier Bureau to make any changes
to the form and content of this report necessary to accommodate the change from quarterly to
annual filing. We received no comment on this proposal.

Discussion

47.  We adopt our proposal to permit carriers to file the Interstate Carrier Quarterly
Report on an annual basis. This report must now be filed on or before each April 1. The
annual filing of this report now corresponds with the annual filing requirement for all ARMIS
reports. The modified rule appears in Appendix B of this Order.

2, Section 43.21 Annual Filings

Background

48. Section 43.21 of our rules requires communications common carriers that
maintain separate "departments or divisions" for carrier operations and noncarrier activities to
file separate annual supplemental reports that show how the consolidated report required
pursuant to subsection 43.21(a) has been developed.'® Previously, only AT&T, on behalf of
its General and Long Lines divisions, submitted such supplemental reports. Neither AT&T
nor the Bell Operating Companies currently operate pursuant to the "departments or divisions"
model contemplated in Section 43.21(b). At paragraph 38 of the Order and Notice, we
tentatively concluded that section 43.21(b) should be deleted from our rules. We sought
comment on this tentative conclusion.

49.  The remaining annual reporting requirements of section 43.21 of our rules
require some reports to be filed by April 1 and others by March 31."'° At paragraph 39, we
proposed changing the current March 31 filing date to April 1 for annual reports filed
pursuant to sections 43.21(a) and 43.21(d) of our rules.'"! We invited comment on this
proposal.

109 14, § 43.21(b).

19 See id. §§ 43.21(a), (d) (establishing filing dates of March 31); §§ 43.21(e), (f) (establishing filing dates
of April 1).

"' This proposal would not affect the filing date for annual report Forms 10-K (or any superseding form)
pursuant to Section 43.21(c), which will continue to be filed annually, not later than the date prescribed by the
Securities and Exchange Commission.
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Comments

50.  All responding parties support our proposal to eliminate the reporting
requirement contained in section 43.21(b) that provides that supplemental information be
submitted by carriers that maintained separate departments or divisions for carrier and
noncarrier operations.''> Southwestern Bell concurs with our proposal to change the filing
date for the remaining section 43.21 annual reports to April 1.'"

Discussion

51. We adopt our proposals in the Order and Notice regarding section 43.21. First,
we eliminate the section 43.21(b) supplemental report. As stated above, because no carrier
currently files this report and we do not anticipate requiring a carrier to file this supplemental
report in the foreseeable future, we believe this requirement is unnecessary. Second, we
change the filing date for the remaining section 43.21 reports to April 1. In this way, we will
coordinate the filing dates of the remaining section 43.21(b) reports with the Part 43 ARMIS

reports.

E. Carriers Subject to These Filing Requirements

Background

52.  In this section, we clarify which local exchange carriers will be subject to the
modified filing requirements adopted in this Order. Under our current rules, local exchange
carriers with annual operating revenues of $107 million or more must file cost allocation
manuals'* and ARMIS reports'’®* with the Commission. Our rules do not differentiate
between incumbent and non-incumbent local exchange carriers with regard to these filing
requirements because this distinction did not exist prior to the passage of the 1996 Act.''®* We
now must address whether both incumbent and non-incumbent local exchange carriers are
subject to the CAM and ARMIS filing requirements. A number of parties, including AT&T
and Teleport, request that we confirm that these new CAM and ARMIS filing requirements

"2 Ameritech Comments at 3; Southwestern Bell Comments at 9; USTA Comments at 9.
' Southwestern Bell Comments at 9.

' See 47 C.F.R. § 64.903(a), (b).

5 See 47 C.F.R. §§ 43.21, 43.22.

"¢ See 47 U.S.C. § 251(h) for a definition of "incumbent local exchange carrier."
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will only apply to incumbent local exchange carriers.'” AT&T and Teleport believe that the
reporting requirements should not be imposed upon non-incumbent local exchange carriers
because they do not possess bottleneck facilities and thus have no ability to engage in
unlawful cross-subsidization regardless of whether their annual company operating revenues
exceed the prescribed threshold.'"® Cox and Teleport state that if the Commission does
contemplate imposing certain reporting requirements on competitive local exchange carriers,
then it must initiate and complete a separate rulemaking to investigate such a course of
action.'”® Bell Atlantic, Southwestern Bell and USTA argue that our CAM and ARMIS filing
requirements should apply to all local exchange carriers, including non-incumbent local
exchange carriers, once their revenues surpass the necessary threshold.'?

Discussion

53.  We clarify that only incumbent local exchange carriers are subject to our CAM
and ARMIS filing requirements once their revenues surpass the necessary threshold.'”! The
CAM and ARMIS reports enable us to monitor whether all costs have been properly allocated
to regulated and nonregulated products and services. Our interest in verifying that costs have
not been improperly allocated is not germane for any carrier that does not provide a
telecommunications service for which either the retail rates or the rate of return is regulated.'”

' Teleport Comments at 2-4; AT&T Reply at 8.
18 Teleport Comments at 4; AT&T Reply at 8. See also Teleport Reply at 2.
"% Teleport Comments at 4-5. See also Cox Reply at 7; Teleport Reply at 3.

120 Bell Atlantic Reply at 4; Southwestern Bell Reply at 4-5; USTA Reply at 3-4. See also ATU
Comments at 3-6. Specifically, Bell Atlantic argues that the Commission should apply the CAM and ARMIS
reporting rules to all carriers--not just incumbent local exchange carriers--so long as their revenues exceed the
reporting threshold. Bell Atlantic Reply at 4. Southwestern Bell contends that the rules do not distinguish
between incumbent local exchange carriers and non-incumbent local exchange carriers, and that non-incumbent
local exchange carriers should therefore be subject to the same requirements as incumbent local exchange
carriers. Southwestern Bell Reply at 4-5. USTA states that requiring only incumbent local exchange carriers to
file CAMs and ARMIS reports is contrary to the development of fair competition. USTA Reply at 3-4.

21 Similarly, non-incumbent local exchange carriers are not subject to the filing requirements established in
section II1.D. of this Order.

122 We note that our decision not to require new, small local exchange carriers to comply with these filing
and reporting requirements is consistent with Section 257 of the 1996 Telecommunications Act, 47 U.S.C. § 257.
That section requires, among other things, that the Commission eliminate market entry barriers for small
businesses in the ownership and operation of telecommunications services and information services. Id. at §
257(a). The Commission issued a Notice of Inquiry in May 1996 to begin implementing Section 257. See
Section 257 Proceeding to Identify and Eliminate Market Entry Barriers for Small Businesses, Notice of Inquiry,
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